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Distressed Area Business and Occupation
Tax Credit for New Employees

Theinformation contained in thisfact sheet iscurrent asof thedateof publicationand is
intended only asgeneral information. It doesnot cover every aspect of thisincentive. Not all
possibleapplicationsof thisprogram arediscussed. Thisfact sheet doesnot alter or super sede
any administrativeregulationsor rulingsissued by the Department.

TheDistressed Area
Businessand Occupation
(B&O) Tax Credit
Programfor New Em-
ployeesprovidesa
$2,000 credit for each
new qudified employment
positionwith annual wagesand benefitsof
$40,000 or less; or acredit of $4,000 for each new
employment position withwagesand benefitsover
$40,000 annually, with applications approved July 1,
1997 and there after. The credit istaken against the
B& O tax for each new employment positionfilled
and maintained by qualified businesseslocatedin
eigiblearess.

ELIGIBLE AREAS

NOTE: Thelist of éligibleareasisrevised
annually (effective July 1 through June 30).
Businessesmakinginvestment or hiring deci-
sionsshould beawar ethat a specific area may
not beon thelist every year. Beforemaking a
final investment or hiring decision based on
these programs, the businessshould call the
Special ProgramsDivision at (360) 753-5545to
determineéligibility of thearea.
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Rural Counties: Countieswithapopulation
density of fewer than 100 peopl e per square
mile. Thedigibility periodisfrom July 1 through
June 30 of thefollowing year.
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(1 Community Empowerment Zones(CEZ): A
designated community empowerment zone. The
businessmust belocated withinthezone. Only
positionsfilled by CEZ resdentsaredigiblefor
thetax credit. CEZshaveacontinuing statusand
arenot reevaluated annually or removed fromthe
ligt.

Please seethedesignated area tableincluded in
thispublication.

REQUIREMENTS

[0 Anapplication must befiled with the Depart-
ment of Revenue BEFORE fillingthe new
positions. Positionsmay befilled after the
applicationissubmitted to the Department of
Revenue. However, acredit cannot be taken until
theapplicationisapproved and avalid credit
certificateisissued

(seeqpplication
includedinthis 3
publication). /:/7
[0 Thebusinessmust : -
beamanufacturing, (\\—/';
researchand e 7
development, or \ %)-)f
computer-related

servicebusness(excluding light

and power business) that locates or expandsina
designated distressed county or other digible
area



LIMITATIONS

O

Businesses must create anew work force, or
expand the existing work force by a 15 percent
averageincrease (full-timeemployment positions)
over the preceding calendar year by December 31
of the calendar year creditsare applied for. All
positionscreated by anew businesswill qualify for
thecredit thefirst year from the date the applica-
tionisreceived by the Department of Revenue.

New full-timeemployment positionsmust be
maintained for 12 consecutive months.

To qualify, anew application must be submitted to
the Department of Revenue EACH calendar year
that a15 percent averageincreasein the number
of positionsover the previousyear isanticipated.
Note: Application tothe Department must be
madebeforefillingthese new positions.

When apersonfilling aposition quitsor isfired,
theapproved credit for that position will not be
canceled aslong asthat vacant positionisfilled
within 30 daysand the position ismaintained for
12 consecutivemonths. Anemployee“in-training”
qudifiesasfillingapogtion, aslong asthey are
working at least 35 hoursaweek.

Businessesalready deferring salesor usetax
under the New Business Sales/Use Tax Deferral
Program under the provisionsof 82.61 RCW, that
expired July 1, 1995, arenot eligiblefor the
Businessand Occupation Tax Credit Program.

Only thenumber of full-timeemployment positions
applied for and approved by the Department of
Revenuearedigiblefor acredit. If additional
positionsare created after theapplicationis
approved, they arenot eigiblefor the credit.

Theposition(s) must be NEW. Positions may not
betransferred from an established sitein Washing-
tonto anew siteor other qualifiedlocation unless
thevacated positionsarefilled.

HOW TO DETERMINE A FULL-TIME
EMPLOYMENT POSITION

A full-timeemployment positionisonethat isfilled by
oneor more employeeswho:

(1 Work 35 hours per week for 52 weeks; or

(1 Work 455 hourseach quarter (excluding over-
time) of theyear; or

(1 Work 1,820 hoursannualy (excluding overtime)
over aperiod of 12 consecutive months.

NOTE: Tax creditsfor qualified businessesthat
hir e seasonal employees may be approved if
certain requirementsare met. See Excise Tax
Advisory 535.04.240for mor einfor mation.

15 PERCENT AVERAGE EMPLOYMENT
INCREASE

Qualificationfor tax credit depends upon whether
enough new positions are expected to befilled to meet
thefifteen percent averageincreasetest. Positions
filledinthecurrent caendar year prior to making
application arenot digiblefor acredit, but the posi-
tionsare used to cal culate whether the 15 percent
threshold hasbeen met.

To determineif thenumber of new positionsantici-
pated isan averageincrease of 15 percent:

1. Addthenumber of dl full-timeemployees (455
hoursor moreworked) asreported to Employ-
ment Security for each quarter of the preceding
year to find the number of full-timeemployeesfor
that quarter;

2. Addthehoursof theremaining employeeson
each report for the preceding year, and divide by
455to find the number of other full-timeequiva
lent (FTE) employees,

3. Addthetotalsfrom 1 and 2 aboveto find thetota
FTEsfor thequarter (seetable 14, linesa-d);

4. AddtheFTEsfor al four quarterstogether for the
annual total (table 14, linee); and



5. Dividetheannual total FTEsby four. Theanswer
representsthe average number of full-timeem-
ployment positions(table 14, linesf and g).

A worksheet isincluded with the Distressed Area
Applicationfor B& O Tax Credit on New Employees.
To obtain the average number of FTESfor the previ-
ousand current calendar years, compl etethetables
ontheworksheet. The average number of FTEsfor
the current calendar year must be 15 percent higher
than the average number of FTESfor the previous
calendar year (table 15).

NOTE: Tables14 and 15 areto be used with both
examplesoneand two.

14. Number of FTEs for Previous Year:

a Quarter Lo...cooooooviviiiieiiieeeceeeiieen, 1

b. Quarter 2.......ccccceeviiiiiiiiieeeeeeeee, 15

C. Quarter 3.......cccieeeeieeiee e, 16

d. Quarter 4..........oooeeeiiiii 1

e. Total number of FTEs

(add a through d).......cccceevvivvererinnnn. 53

f. Divided by 4....ccoovevieieeeeee, +4

g. Average number of FTEs for 13.25 =13 due
Previous Year........cccveeeeeeeeeuvvnnnnnnnn. to rounding

(Transfer this number to page
2, line 14 of the application)

15. Average Number of FTEs for Previous Year
Multiplied by 1.15

a. Multiply thetotal online(g)

by 1.5, i 13.25 x 1.15

b. Total...ooooiiie e 15.2375 = 15 due
to rounding

(Transfer this number to page
2, line 15 of the application)

Example One: Althoughthe company hirestwo new
employeesin Quarter 1 of the current year, they do
not meet the 15 percent averagetest and will receive
no credit for the positions.

16. Estimated Number of FTEsfor Current Year:
a Quarter L......coooieiiiiiiiiie e 13
b. Quarter 2...........oeeeeeiiii 13
C. Quarter 3......cceeiiiiiiiiie e, 13
d. Quarter 4..........oovvvvvviiiin 13
e. Total number of FTEs
(add a through d)........ccccceveeiiiiiinieeee, 52
f. Divided by 4.....coocvieeiiiiee e +4
g. Average number of FTEs for
CUITENE YA ....uiiiiiiii et 13
(Transfer this number to page

2, line 14 of the application)

ExampleTwo: Company hiresfour new employees
inQuarter 1 of current year. Inthisinstance, the
company will meet the 15 percent increasetest, and
will receiveacredit for four new positionsif main-
tained for 12 consecutive months.

16. Estimated Number of FTEs for Current Year:
a Quarter L.....iiiiiiiiiec e 15
b. Quarter 2., 15
C. Quarter 3.....ooeiiiiee e 15
d. Quarter 4..........ooovvviiiiein 15
e. Total number of FTEs

(add a through d).......ccccovvvveeviiiieeeee, 60
f. Divided by 4.....occvvvveiiiiiieee e +4
g. Average number of FTEs for

CUITENE YOI ....uiiiiiiiii et 15

(Transfer this number to page
2, line 16 of the application)

USING THE CREDIT

Once approved, acredit of $2,000 or $4,000 will be
authorized for each position requested in the applica-
tion. Thedepartment will send an Employee Credit
Certificateto the businessfollowing approval of the
application. AFTER the businesshasreceived the
certificate AND each new positionisfilled, thebusi-
nessmay apply the credit againstitsB& O tax liability.
The credit used on each return must not be greater
than theamount of B& O tax due on that return.

NOTE: Thiscredit may not be used to offset salesor
other taxesowed onthereturn, only the B& O tax.

Totakethecredit, acopy of the Employee Credit
Certificate must be attached to the Combined Excise
Tax Return.

Theamount of the credit should be entered on page
two of the Combined Excise Tax Return under the
CREDITSsection, credit ID number 810. Thetotal of
all creditsisthen entered on page one of the Com-
bined Excise Tax Returninthe TOTAL Ssection, and
subtracted from the subtotal of taxesduefor that

period.

Businesseswith approved applicationsmust filea
report with the Department of Revenuethat coversthe
preceding calendar year, the calendar year thecreditis
claimed, aswell asthe calendar year after thecreditis
claimed. Thereport must contain theinformation



necessary to verify that the positionswere created
andfilledfor 12 consecutive months. Copiesof the
reportsfiled quarterly with the Employment Security
Department, whichincludesalist of employee names
and hoursworked, are sufficient to meet thisrequire-
ment. Wage and benefit information may also be
necessary to verify the credit.

TheB& Otax credit will becanceledif therequired
reportsare not submitted or do not containthe
necessary information (verificationthat thepositions
werecreated and filled for 12 consecutive months). If
the creditiscanceled, the businesswill berequiredto
pay back any credit taken on the Combined Excise
Tax Return, plusinterest, immediately.

APPLICATION

A copy of the Distressed AreaApplicationfor B& O

LAWS AND RULES

[1 Chapter 82.62 Revised Code of Washington
(RCW) — Tax Creditsfor EligibleBusiness
Projects

(1 Washington Administrative Code (WA C) 458-20-
240— Manufacturers, tax credits (Distressed
AreaBusinessand Occupation Tax Credits)

The Department of Revenuewill, upon request,
provide copiesof thelawsand adminigtrativerules.

Tax Credit on New Employeesaongwiththe
Worksheset isprovided inthispublication.

Additional applicationsmay be obtained by contacting
the Telephone Information Center at 1-800-647-7706
(TTY 1-800-451-7985) or you can have the docu-
mentsfaxed by calling our Fast Fax system at (360)
786-6116 and requesting code number 811003.

The Department of Revenue must approve or deny
applicationswithin 60 days. If denied, the business
may appeal the decisionto the Department’sAppedals
Divison.
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PUBLICATIONS

[1 ExciseTax Advisory (ETA) 535.04.240 describes
theformulaused to convert seasonal or part-time
employment hoursto full-timeemployment hours
for the Distressed AreaBusinessand Occupation
Tax Credit.

DESIGNATED AREAS
Population Density Basisand CEZs
August 1, 1999 - June 30, 2000
Sales Tax B& O Job
County Deferral 82.60 Credit 82.62
Adams X X
Asotin X X
Benton X X
Chelan X X
Cldlam X X
Clark
Columbia X X
Cowlitz X X
Douglas X X
Ferry X X
Franklin X X
Garfidd X X
Grant X X
GraysHarbor X X
Island
Jefferson X X
King CEZ+ COUNTY CEZ ONLY
Kitsap CEZ+ COUNTY CEZ ONLY
Kittitas X X
Klickitat X X
Lewis X X
Lincoln X X
Mason X X
Okanogan X X
Pacific X X
Pend Oreille X X
Pierce CEZ+ COUNTY CEZ ONLY
San Juan X X
Skagit X X
Skamania X X
Snohomish
Spokane
Stevens X X
Thurston
Wahkiakum X X
WallaWalla X X
Whatcom X X
Whitman X X
Yakima X X



http://dor.wa.gov/forms/docs/811003.doc
http://dor.wa.gov/forms/docs/811003.doc

PUBLICATIONSORDER FORM

The Department of Revenue offersnumerous publications covering awiderange of topics. These publica

tionsareavailable upon request from any Department of Revenuefield office, or by calling the Telephone
Information Center at 1-800-647-7706, or by completing thisform and mailing it to: Department of Revenue,
Taxpayer ServicesDivision, PO Box 47478, Olympia, WA 98504-7478. Many of these publicationsarealso

available onthe Department’s I nternet web site at http://dor.wa.gov.
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1 Street Address:

I City, State, Zip:

ontact Person:

usiness Name:

I QuANTITY  PUBLICATION

Guideto Completing the Combined
Excise Tax Return

Active, Nonreporting Business
Aircraft Taxes

Audit Process

Below Minimum

Business and Occupation Tax
Business Tax Overview

Child Care Operators

Cigarette Tax

Collection Process

Deferrals, Credits and Exemptions
Electronic Funds Transfer
Electronic Filing

Farm Use Tax

Fast Fax

Fish Taxes

Hazardous Substance Tax

High Technology B& O Tax Credit
Homeowner’s Guide to Property Tax
Horse Industry Tip Sheet

How to Amend Your Combined
Excise Tax Return

New Business Handbook
Nonprofit Organizations

LEASE SEND PUBLICATION(S) TO:

O
—1
T
oy
Y

Outline of Mgjor Taxes
Personal Property Tax

Property Tax Deferrals for Senior
Citizens and Disabled Persons

Property Tax Exemptions for Senior
Citizens and Disabled Persons

Resale Certificate

Real Estate Transactions and Use Tax
Retail Sales Tax

Small ClaimsHearings

Taxpayer Rightsand Responsibilities
Tax, Title and Registration of Boats
Temporary Business Registration
Unclaimed Property

Use Tax

Excise Tax Advisory (ETA)

identify by number

Numerical listing and titlesof ETAS
Special Notice

identify by number and title
Tax Topicsarticle reprint

pleaseinclude code, issue and article
WAC (Rule)

identify by number
Washington Tax Facts

identify by name




Department of KRevenue

Telephone Information Center
1-800-647-7706

FIELD OFFICE LOCATIONS

2101 4thAveSUite 1400  popenqaadt StSuiteA g/%aé#r%gz%i;m
ve Suite PO Box 1176
gﬁ? Sl"s" OGrady Way SEATTL E 98121-2300 BEL LINGHAM 98227-1176 (425) 356-2911
Ite (206) 956-3002 (360) 676-2114

PO Box 877
RENTON 98057-0877
(425) 277-7300

4407 N Division St
Suite 300

SPOK ANE 99207-1685
(509) 482-3800

734 E First St Suite B
PO Box 400

PORT ANGEL ES98362-0064
(360) 457-2564

630 N Chelan Suite B3

PO Box 220
WENATCHEE 98807-0220
(509) 663-9714

‘éﬁﬁt ZAoulto Cir Way 1714 S 16th Ave
BREM ERTON 98312-4394 2(5%9*() 'gé §§§g2'5713
(360) 478-4961
22 W Kennewick Ave
110 W Market St PO Box 7207
PO Box 1018 K ENNEWICK 99336-0616
ABERDEEN 98520-0209 (509) 585-1501

(360) 533-9312

Target Place Complex 8008 NE Fourth Plain Blvd 3315 South 23rd St

2735 Harri Ave NW Suite 320 Suite 300

50 Box 12900, © PO Box 1648 TACOM A 98405-1605
VANCOUVER 98668-1648 (253) 593-2722

OLYM PIA 98508-2900

(360) 753-3181 (360) 260-6176

To inquire about the availability of this publication in an
alternate format for the visually impaired or a language other
than English, please call (360) 753-3217. Teletype (TTY)
users, please call 1-800-451-7985

&% Printed on recycled paper
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